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ABSTRACT 
 
This paper aim is to investigate the impact of revised shariah screening methodology on 
stock market returns of 55 consumer companies that are listed in shariah-compliance 
securities. This study aims to see whether the revised shariah screening methodology will 
impact the stock market performance before and after it were implement by using daily 
stock price and shariah index for 60 days before and 60 days after and to calculate the 
abnormal return using a matched pair t-test to measure the before and after comparison. 
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1 CHAP
TER ONE : THE IMPACT OF REVISED SHARIAH SCREENING ON STOCK 
RETURN. EVIDENCE FROM CONSUMER SECTOR.  
1.1 OVERVIEW / BACKGROUD OF STUDY 
Islam as a religion guides all aspects of the lives of its followers. Hence, Muslim are 
required to conduct economic affair in accordance with the teachings of Islam. The 
concept of screening companies before they making investments in them is derived 
from the shari’ah principal that Muslim should not partake in an activity that does not 
comply with the teaching of Islam.  
The tremendous growth of Malaysian Islamic equity market could be seen from the 
increase of shari’ah compliant stocks in Bursa Malaysia. In 1997, there were only 371 
of shari’ah compliant stocks in Bursa Malaysia which previously was known as Kuala 
Lumpur Stocks Exchange. This number, as of 30 May 2014, has turned into 665. 
(Shariah Advisory Council, SAC 2014). Due to this rapid growth, a need for 
strengthening shari’ah stock screening is essential in order to ensure the all compliant 
companies are in line with the shari’ah principle.  
In addition, the revised screening methodology was implemented to harmonize local 
standards to global practices and expectations and also encourage capital inflows 
especially from Middle East companies. 
This study will analyze 55 shari’ah compliance companies in consumer sector. Why I 
choose only 55 shari’ah companies out of 124 shari’ah companies? It is because I 
want to standardize their date of stock price. Every company have a different date of 
stock price. The paper also will examine the average abnormal return 60 dates before 
and after  announcement period and also investigate whether or not companies’ pre-
announcement revised shari’ah and post-announcement revised shari’ah  has 
significant impact on the result of a deal. 
